Entrepreneurship and business creation is a priority area for many governments worldwide. Public administration can help to promote entrepreneurship through its decisions and the definition and implementation of public policies. This study analyzes the effect of six dimensions of quality of governance in business creation. We used panel data for a sample of 206 countries over the period of 2004 to 2014, divided into four subsamples generated from the income level of the countries. Furthermore, the study adopted a dual perspective, considering both immediate effects and delayed effects, resulting in two research hypotheses. The results show that for high-income countries, the political stability and absence of violence variable is significant. Adopting two-year lags in the statistical model resulted in a greater number of statistically significant explanatory variables. No homogeneous pattern is observed in the variables for statistical significance regarding the four income levels. This finding implies that the focus on good governance should primarily be regarded as a long-term perspective, rather than in terms of short cycles or simply electoral cycles.
Introduction
In recent decades, economic, political and social changes have highlighted the role of business creation. A wide range of scientific papers has studied the economic effect of entrepreneurship, in particular in relation to employment and economic growth (Anokhin, Grichnik, & Hisrich, 2008; Klapper, Laeven, & Rajan, 2006; Minniti & Levesque, 2008; Naudé, 2010) , as well as its influence on the development and well-being of societies (Acs, Desai, & Hessels, 2008a; Amorós & Bosma, 2013 ). This has made it possible to perceive the importance of business creation, considered by many as a strategic vector in the definition of growth and development policies. From a research perspective, one of the main issues is identifying the determinants of entrepreneurship. The term "governance" has recently become a key element in government and corporate policies and is used to characterize the process and institutions by which authority is exercised in a country (Kaufmann, Kraay, & Matruzzi, 2010; Ong, 2006) . In this context, good governance has been related to transparency, the rule of law, efficient public services and civil rights, among other aspects (World Bank, 2013) .
In this study, we try to understand the determinants underlying the creation of firms at a global level. In particular, we focus on the role played by the quality of governance, understood as the ability demonstrated by a government and the respective public institutions to provide services and to develop and apply rules.
To obtain solid conclusions concerning the role of the quality of governance in the creation of new companies, we used a large sample, encompassing more than 200 countries around the world, using as a reference the database created by the World Bank. A set of six governance indicators for the period 2004-2014 were included, and panel data analysis was applied. To identify the effects of the quality of governance on the creation of companies, we considered both the immediate and the delayed effects. Furthermore, we sought to determine if the income level of the countries is a key factor in this explanation, filling a research gap on the subject of entrepreneurship. With the objective of including the different environments of the countries, we formed four groups of countries with homogeneous characteristics in relation to their income level. This paper is divided into five main sections. Section 2 provides a literature review, discussing the role of the quality of governance in the creation of new businesses. In the third section, the methodology is described, addressing the data, variables and statistical models. In section 4, we present and analyze the statistical results obtained on the basis of univariate and multivariate approaches. Finally, section 6 presents the primary findings and highlights the most important aspects of this research, as well as future lines of research in this area.
Literature Review
Human behavior is influenced by the institutional environment. Thus, entrepreneurship also depends on institutional factors, which can restrict or encourage the creation of new firms (Ajzen, 1991) . In this area, several researchers have proposed the use of institutional factors to understand entrepreneurship (Álvarez, Urbano, Coduras, & Ruiz, 2011; Salimath & Cullen, 2010; Thornton, Ribeiro-Soriano, & Urbano, 2011) . Acs, Desai, & Klapper (2008b) and Thai and Turkana (2014) propose that entrepreneurship plays an important role in introducing changes to the economy, and therefore it is useful for those responsible for policy to understand the factors that drive entrepreneurs to set up businesses (Thai & Turkana, 2014) . The identification of institutional barriers to the creation of new businesses will not only contribute to a better understanding of the current situation, but will also help in developing policies designed to promote and stimulate entrepreneurship. In the same vein, Wennekers, Uhlaner, and Thurik (2002) and Bjørnskov and Foss (2008) argue for the importance of governance in promoting entrepreneurship.
Through a review of the literature on entrepreneurship, Gedeon (2010) concludes that the level of entrepreneurship varies systematically among countries around the world. For their part, McMillan and Woodruff (2002) and Bettignies and Brander (2007) argue that economic and institutional conditions are important determinants for the development of entrepreneurship. However, the promotion of entrepreneurship requires effective governance that is sustainable and adopts a long-term perspective (Gugler & Chaisse, 2009 ). In focusing on improving the quality of governance, governments can take a diverse range of actions to promote entrepreneurship. However, in the case of countries that are characterized by low levels of economic development, these actions may be less viable because the regulatory framework in these countries is generally weak (Thai & Turkina, 2014) . This raises questions about the ability of such countries to protect entrepreneurs against corruption, which can lead them to operate in the informal sector (Dreher & Schneider, 2010) .
Multiple studies have concluded that there is a positive relationship between the quality of governance and certain indicators related to economic well-being: the rate of human development assessed by the United Nations Development Programme (RoseAckerman, 2004) , the growth of gross domestic product (GDP) per capita (Kaufmann & Kraay, 2003) and entrepreneurship (Amorós & Masferrer, 2010; Dau & Cuervo-Cazurra, 2014; Grosanu, Bota-Avram, Rachisan, Vesselinov, & Tiron-Tudor, 2015; Kaufmann, Kraay, & Mastruzzi, 2006; Thai & Turkina, 2014) . Moreover, Klapper, Amit, Guillén, & Quesada (2007) conclude that there is a similar relationship between good governance and entrepreneurship.
A common element in most of the studies carried out on the effect of governance on entrepreneurship is the adoption of so-called governance quality indicators, developed within the scope of the "Worldwide Governance Indicators" project and disseminated by the World Bank. These indicators were created by Kaufmann et al. (2010) and consider six dimensions: voice and accountability; political stability and the absence of violence/terrorism; government effectiveness; regulatory quality; the rule of law; and control of corruption. Examples of the application of this methodology include research by Thai and Turkina (2014) and Klapper and Love (2010) . Thai and Turkina (2014) conclude that governance's impact on the development of entrepreneurship is limited. Similarly, based on a study of the relationship between several indicators of governance and business creation over the period 2004 -2009 , Klapper and Love (2010 found that none of these indicators showed statistical significance. According to them, this may be because governance is a slow-moving variable, giving reason to believe that improvements in this variable are only observed over longer periods of time, and also because the study considers a time interval of six years, which may be insufficient to record significant changes in governance quality indicators.
Considering the contradictory results obtained in previous studies on this topic, it seems necessary to develop a new study, exploring new methods and extending the sample studied to obtain more solid conclusions. Therefore, based on the analysis of the results obtained in previous studies, the following research hypotheses are defined: 
Methodology Sample
To test the hypotheses of this study, we employed a sample with data for 206 countries. The sample is drawn from two World Bank databases. Figure 1 illustrates the process of elaboration. The final study sample only included data from those countries available in both databases (206) . Regarding the period of study, all of the years available for the measure of entrepreneurial activity (2004) (2005) (2006) (2007) (2008) (2009) (2010) (2011) (2012) (2013) (2014) were included, whereas for the governance indicators, the period was limited to 2002-2014, taking into account the lags used in the econometric analysis.
Definition of Variables
Dependent Variable: Density As in Grosanu et al. (2015) and Klapper and Love (2010) , in this work entrepreneurship is measured through the World Bank Group Entrepreneurship Survey, understood as the number of new limited liability firms registered in the calendar year per 1,000 people aged 15 to 64 years. Following Grosanu et al. (2015) , a logarithmic transformation has been applied to the dependent variable.
Independent Variables: Governance
In this study, as in Amorós and Masferrer (2010) , Grosanu et al. (2015) and Klapper and Love (2010) , we used as regressors the six dimensions of governance or governance quality indicators developed by Kaufmann et al. (2010) for the Worldwide Governance Indicators project: control of corruption (CC); political stability and lack of violence/terrorism (PV); regulatory quality (RQ; rule of law (RL); voice and accountability (VA); and government effectiveness (GE).
Each of the six indicators has scores ranging from -2.5 to 2.5, with the highest scores reflecting higher governance (Kaufmann et al., 2010) . Figure 2 presents the definition of each variable.
Control Variable: GDP Per Capita
As macroeconomic control variable, we used the natural logarithm of GDP per capita, using purchasing power parity (PPP) to control for the possible effect of the general level of development of the country (Klapper & Love, 2010) .
Model Specification
This study employed panel data methodology. Assuming that countries are heterogeneous, i.e., that each has its own individual behavior, panel data can control for unobservable heterogeneity. The basic specification of our model is given by the following equation:
where the variable αi controls the individual invariant effect over time (unobserved heterogeneity) of the countries, parameter λt represents temporal dummies that aim to gather global macroeconomic variables common to all countries that change over time (oil prices, interest rates, etc.) and εit is the random perturbation.
Figure 2: Definition of independent variables
Source: Prepared by the authors based on Kaufmann et al. (2010) .
In addition, to test Hypothesis 2, one-and two-year lags are included for the independent variables of governance (CC, GE, PV, RL, RQ and VA), as well as the control variable (GDP), that is, variables are incorporated into t-1 (Model 2) and t-2 (Model 3):
To estimate these two models, the fixed effects (intragroup) estimator was used, including the individual effects of the country and years and the standard errors grouped at the country level (vce (robust)).
Finally, each of the three models proposed (Models 1, 2 and 3) was replicated for each of the four groups of countries established according to their income level (ANNEX 1) in order to test the existence of differences between these groups.
Empirical Analysis
This section comprises two sub-sections. In the first, a descriptive analysis of the variables used in this work is provided. In the second, the results obtained after applying the models previously defined are presented.
Univariate Analysis
This analysis is similar to that in Klapper and Love (2010) . Given that, in the subsequent multivariate analysis, the values of the independent and lagged (one and two years) control variables are used, the descriptive statistics of these variables have been calculated considering the period 2002-2014. Table 1 presents the descriptive statistics of the dependent variable and the independent and control variables. 
variable is not in logarithm
On average, over three new businesses (3.245) are created per 1000 people aged 15-64 years. However, the results show important differences in the average density of new business creation among income groups. Figure 3 shows the average values of the entry density of new companies for the period and the income levels considered.
The data by income level (Figure 3) show average entry density rates for the period 2004-2014, ranging from more than five companies (5.57) in countries with high income levels to less than one company in countries at the middle-low (0.87) and low (0.25) levels. At the high-income level, more than five new companies are created annually per 1000 individuals of working age, whereas in the low-income group, only one company is registered per 4000 people of working age. In addition, Figure 4 shows the evolution of the mean input density by region over the study period. In the period 2004-2014, the annual rate of new companies was always higher at the high-income level, followed by the medium-high, medium-low and low levels, in this order. In addition, all income levels follow a positive trend in terms of the average annual rate except for the medium-high income level. This latter group appears to be unable to recover from the fall suffered in 2007, which also seems to affect countries in the highincome level, although in this group there is a recovery from 2010 that leads to closing values for the period above those in 2007.
Data for the independent variables in Table 1 show negative mean values for the six measures of governance during the period 2002-2014. The indicator with the highest mean is government effectiveness (GE) at -0.027, and the indicator with the lowest mean is political stability and absence of violence/terrorism (PV) at -0.035. However, as with the dependent variable, the governance indicators show significant differences between income levels ( Figure 5 ). 
Multivariate Analysis
This section shows the results of the estimations using the fixed effects estimator under the specifications provided previously. In particular, Table 2 shows the results of the estimations analyzing the possible immediate effect of the different measures of governance (CC, GE, PV, RL, RQ and VA) on the density of entry of new firms by income group (Models 1.A, 1.B, 1.C and 1.D), i.e., without delay, related to Hypothesis 1. The models in Table 3 (Models 2.A, 2.B, 2.C and 2.D) do the same but consider the possibility of delayed impact using the one-year lagged independent variables (t-1). Finally, the models in Table 4 (Models 3.A, 3.B, 3.C and 3.D) incorporate a lag of two years (t-2). Models 2 and 3, in Table 3 and Table 4 , respectively, relate to Hypothesis 2. All models include the control variable (GDP) (without a lag, with a one-year and with a two-year lag in Models 1, 2 and 3, respectively) and the dummy variables that control for the temporal effect. .79*** Standard Robust errors in parentheses. * p < 0.05; **p < 0.01; *** p < 0.001.
The results for Model 1 (Table 2) do not show any immediate significant effect of the governance indicators on the entry density for the medium-high (Model 1.B), mediumlow (Model 1 .C) or low (Model 1.D) income level groups. However, for the group of highincome countries (Model 1.A), there is a negative effect of political stability and absence of violence/terrorism (PV) on the rate of entrepreneurship. Thus, Hypothesis 1 is validated only for the set of countries with higher levels of income in relation to political stability.
The results for a delayed effect (by one year) of the quality of governance on entrepreneurship (Model 2, Table 3 ) are in line with those obtained for the non-lagged model (Model 1, Table 2 ). Specifically, the immediate negative effect of political stability on the entry density of new companies in the group of high-income countries is maintained one year later (Model 2.A), thus validating Hypothesis 2 only for this group of countries and variable. When the lag applied to the independent variables is extended to two years (Model 3, Table 4 ), new significant variables appear. In particular, there are positive effects from government effectiveness (GE) in high-income countries (Model 3.A), rule of law (RL) in middle-income countries (Model 3.B) and political stability (PV) in low-income countries (Model 3.D). These results partially confirm Hypothesis 2. 
Conclusions
Entrepreneurship and business creation represent a priority area for many governments worldwide. Public administration can promote entrepreneurship through its decisions and the definition and implementation of public policies. Our study analyzes the effect of governance on the creation of companies using panel data methodology applied to a sample of 206 countries over the period of 2004 to 2014 using data from World Bank databases concerning the six dimensions of governance quality. To gain an understanding of the effect of the quality of governance on the density of new companies, a dual perspective was adopted, giving rise to two research hypotheses. The first posited an immediate effect of governance on entrepreneurship, and the second suggested a delayed effect. In both cases, the selected methodology was applied to four subsamples, generated from the income levels of the countries, closely following the proposal of Klapper and Love (2010) . For countries with high incomes, the results show that the variable political stability/absence of violence has greater statistical significance, either in contemporary terms or with a delay of a single period, suggesting that maintaining conditions that reduce the likelihood of political instability, violence or terrorism can be a determining factor in the creation of companies in these countries. Moreover, these results also suggest that this variable may be less slow moving compared to the remaining variables, so that citizens, entrepreneurs and investors quickly react to phenomena of instability and violence, which is reflected in the level of business creation.
Adopting a two-year lag in the statistical model, a greater number of explanatory variables become statistically significant. In high-income countries, the effectiveness of governance is shown to be statistically significant, whereas in the middle-high and lowincome countries there is statistical significance for the variables regulatory quality and political stability. There is no homogeneous pattern in the variables with statistical significance regarding the four income levels. The results obtained are partially compatible with the opinion of Klapper and Love (2010) , according to which the dimensions of governance seem to be slow-moving in terms of their impact, so their effects must be examined over longer periods of time. This implies that the focus on good governance should be considered primarily from a long-term perspective, rather than following the logic of short cycles or simply electoral cycles. Therefore, we believe that the results of this study can have important implications for policymakers and for companies in general.
